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OATH OR AFFIRMATION

L, John J. Prier, Jr. . swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Needham & Company, LLC 7 . as

of December 31 .20 10 . are true and correct. | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

| pm——

el
VERITY SANSOUC / e

Notary Public, State of New York /
No. 018A6039018
Qualilied in Qusens County

Cormmission Expires- 0 President and Chief Executive Officer
W ﬁ;éj?,«/ Title
: Vet Qe

Notary Public

Signature

This report ** contains (check all applicable boxes):

B (a) Facing Page.

] (b) Statement of Financial Condition.

O (c) Statement of Income (Loss).

B (d) Statement of Changes in Financial Condition.

[] (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (O Statement of Changes in Liabilities Subordinated to Claims of Creditors.

L] (g) Computation of Net Capital.

I (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

01 (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

0 () A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

] (1Y An Qath or Affirmation.

£ (m) A copy of the SIPC Supplemental Report.

O (n) Areportdescribingany material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm

To the Member and Board of Directors of
Needham & Company, LLC

We have audited the accompanying statement of financial condition of Needham & Company,
LLC (the “Company™) as of December 31, 2010. This statement of financial condition is the
responsibility of the Company’s management. Our responsibility is to express an opinion on this
statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the statement of financial condition is free of material misstatement. We were not
engaged to perform an audit of the Company’s internal control over financial reporting. Our
audit included consideration of internal control over financial reporting as a basis for designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, and evaluating the
overall statement of financial condition presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the statement of financial condition, referred to above present fairly, in all
material respects, the financial position of Needham & Company, LLC at December 31, 2010, in

conformity with U.S. generally accepted accounting principles.
y/ Lt

March 21, 2011

A member firm of Ernst & Young Glotal Limited



Needham & Company, LLC

(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Assets

Cash and cash equivalents

Statement of Financial Condition

December 31, 2010

Receivable from clearing broker
Securities owned, at fair value

Fees and concessions receivable, net
Receivables from Parent and Affiliate

Fumiture, equipment, and leasehold improvements at cost (net of accumulated

depreciation and amortization of $7,151,138)

Other assets
Total assets

Liabilities and member’s equity

Liabilities:

Accounts payable and accrued expenses
Securities sold, not yet purchased, at fair value
Payables to Parent and Affiliate

Total liabilities

Member’s equity

Total liabilities and member’s equity

See accompanying notes.

$ 10,686,806
9,308,656
468,717
7,429,048
264,811

4,661,357
1,992,202

$ 34,811,597

§ 6,525,575
5,233
12,320

6,543,128

28,268,469

$ 34,811,597




Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition

December 31, 2010

1. Organization

Needham & Company, LLC (the “Company”) is a broker-dealer registered with the Securities
and Exchange Commission (the “SEC”™) under the Securities Exchange Act of 1934 and is a
member of the Financial Industry Regulatory Authority, Inc. (the “FINRA”). The Company
provides a full range of investment banking and brokerage services to corporate clients. The
Company is a market maker primarily in emerging growth stocks in technology, life sciences,
and specialty retail industries, and deals with institutional investors. The Company also
underwrites securities in these industries, acting as both a lead underwriter as well as a member
of syndicate groups.

The Company is a direct subsidiary of Needham Holdings, LLC which is wholly owned by The
Needham Group, Inc. (the “Parent”). Dividends to the Parent are paid through Needham
Holdings, LLC and are required to conform to the applicable regulatory requirements.

Pursuant to agreements between the Company and its correspondent clearing broker, JP Morgan
Clearing Corp. (the “Clearing Broker™), proprictary and customer securities transactions affected
by the Company are introduced and cleared on a fully disclosed basis.

2. Summary of Significant Accounting Policies

The following is a summary of significant accounting policies:

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates, judgments and
assumptions that affect the reported amounts of assets, liabilities, revenue and expenses.
Management believes that the estimates utilized in preparing its financial statements are
reasonable. Actual results could differ from those estimates.

Cash and Cash Equivalents

The Company considers all highly liquid investments with original maturities of ninety days or

less at the time of purchase to be cash equivalents. At December 31, 2010, the Company’s cash
equivalents consist of money market funds.



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)
Receivable from Clearing Broker

Receivable from clearing broker represents the amounts receivable in connection with the trading
of proprietary positions and the commissions associated with customer securities transactions.

Commission revenues recognized but not yet received is recorded in Receivable from clearing
broker on the Statement of Financial Condition.

Securities Transactions

Securities owned, at fair value and Securities sold, not yet purchased, at fair value on the
Statement of Financial Condition consist of financial instruments carried at fair value or with
related unrealized gains and losses recognized in Principal transactions on the statement of
operations. The fair value of a financial instrument is the amount at which the instrument could
be exchanged in a current transaction between willing parties, other than in a forced or
liquidation sale.

Fair values of the financial instruments are generally obtained from quoted market prices in
active markets, broker or dealer price quotations, or alternative pricing sources with reasonable
levels of price transparency. To the extent certain financial instruments trade infrequently or are
non-marketable securities and, therefore, have little or no price transparency, the Company
values these instruments based on management’s estimates.

Furniture, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improvements are reported at historical cost, net of
accumulated depreciation or amortization. Depreciation on furniture and equipment is computed
using the straight-line method over the estimated useful lives of the assets which range from
three to seven years. Leasehold improvements are amortized using the straighi-line method over
the lesser of the estimated useful life of the improvement or the term of the underlying leases,
which range from five to twelve years.



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)
Income Taxes

For U.S. federal, state, and local tax purposes, the Company is a single member limited liability
corporation that has elected to be disregarded for income tax purposes. However, for financial
accounting purposes, the Company recognizes taxes based on its allocated share of tax from its
member, as if it operated on a stand-alone basis, consistent with the liability method prescribed
by Accounting Standards Codification (“ASC”) 740, Income Taxes. Deferred tax assets and
liabilities are recognized for the estimated future tax consequences attributable to temporary
differences between the financial statement carrying amounts of existing assets and liabilities and
their respective tax bases. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are
expected to be recovered or settled. The effect on the deferred tax assets or liabilities of a change
in tax rates is recognized in income in the period that includes the enactment date. To the extient
that it is more likely than not that deferred tax assets will not be recognized, a valuation
allowance would be established to offset their benefit.

The Company accounts for uncertainties in income taxes pursuant to ASC 740-10. ASC 740-10
requires recognition and measurement of a tax position taken or expected to be taken in a tax
return and provides guidance on de-recognition, classification, interest and penalties, and
disclosure. The Company accounts for interest and penalties as a component of income tax
expense.

The Company’s operating results are included in the federal income tax return and state income
tax returns filed by the Parent. The Parent files a U.S. federal income tax return and applicable
state and local income tax returns. Tax years 2007-2009 are subject to examination by Internal
Revenue Service and respective state and local taxing authorities.



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)
Investment Banking Revenues

Investment banking revenue includes underwriting fees earned through the Company’s
participation in public offerings of equity and issuances of debt securities. The Company acts as
an underwriter and earns revenue including management fees, selling concessions and
underwriting fees. Fee revenue relating to underwriting commitments is recorded when all
significant items relating to the underwriting cycle have been completed and the amount of the
underwriting revenue has been determined. This generally is the point at which all of the
following have occurred: (i) the issuer’s registration statement has become effective with the
SEC, or the other offering documents are finalized, (i1} the Company has made a firm
commitment for the purchase of shares or debt from the issuer, and (iii} the Company has been
informed of the number of shares or principal amount of debt that it has been allotted.

Underwriting revenue is presented net of related expenses. As co-manager for registered equity
underwriting transactions, management must estimate the Company’s share of transaction related
expenses incurred by the lead manager in order to recognize revenue. Transaction related
expenses are deducted from the underwriting fee and therefore reduce the revenue that is
recognized as co-manager. Such amounts are adjusted to reflect actual expenses in the period in
which the Company receives the final settlement, typically 90 days following the closing of the
transaction.

Revenue recognized but not yet received is recorded in Fees and concessions receivable on the
Statement of Financial Condition.

Advisory and Other Fees

Advisory and other fees include fees earned as financial advisor in mergers and acquisitions and
similar transactions as well as private placement agency fees. Advisory and other fees are
recorded when the services to be performed and/or the transactions are substantially completed,
and fees are determinable and collection reasonably assured. Expenses associated with these
transactions are recorded as incurred, and are reduced from time to time as billed and collected
from the client. This may not occur until the revenue is recognized or the engagement is
otherwise closed.



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

2. Summary of Significant Accounting Policies (continued)

Revenue recognized but not yet received is recorded in Fees and concessions receivable on the
Statement of Financial Condition.

The Company records an allowance for doubtful accounts on Fees and concessions receivable on
a specific identification basis.

Interest and Dividend Revenue

Interest and dividend revenue is recorded on an accrual basis.

Accounting Developments

In January 2010, the FASB issued ASU No. 2010-06, “Fair Value Measurements and
Disclosures (Topic 820) - Improving Disclosures about Fair Value Measurements.” ASU No.
2010-06 provides amended disclosure requirements related to fair value measurements to require
a number of additional disclosures regarding fair value measurements, including the amount of
transfers between Levels 1 and 2 of the fair value hierarchy, the reasons for transfers in or out of
Level 3 of the fair value hierarchy and activity for recurring Level 3 measures. In addition, the
amendments clarify certain’ existing disclosure requirements related to the level at which fair
value disclosures should be disaggregated, and the requirement to provide disclosures about the
valuation techniques and inputs used in determining the fair value of assets or liabilities
classified as Levels 2 or 3. Since the amended guidance requires only additional disclosures
concerning fair value measurements, adoption did not have an affect on the Company’s financial
condition.

3. Securities Owned and Securities Sold, Not Yet Purchased

At December 31, 2010, securities owned and securities sold, but not yet purchased by the
Company consists of principally U.S. equity securities.

All securities owned are pledged to the Clearing Broker on terms which permit the Clearing
Broker to sell or repledge the securities to others subject to certain limitations.



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

3. Securities Owned and Securities Sold, Not Yet Purchased (continued)

Securities sold, not yet purchased, represent obligations of the Company to deliver the specified
security at the contracted price and, thereby, create a liability to purchase the security in the
market at prevailing prices. Accordingly, these transactions result in off-balance sheet risk as the
Company’s ultimate obligation to satisfy the sale of securities sold, not yet purchased may
exceed the amount reflected on the Statement of Financial Condition.

4. Furniture, Equipment and Leasehold Improvements

Furniture, equipment and leasehold improvements consisted of the following at December 31,
2010:

Computer equipment $ 527,628
Furniture and equipment 1,607,981
Office machinery 1,339,591
Software 192,168
Leasehold improvements 8,145,127
Total cost , 11,812,495
Less accumulated depreciation and amortization (7,151,138)
$ 4,661,357

5. Income Taxes

The Company is a qualified Subchapter S subsidiary treated as a disregarded entity of the Parent
for federal tax purposes. Income taxes are calculated based on the expected liabilities that the
Parent will incur as a result of the Company’s operations.

Because the Parent is an S Corporation, the Parent’s tax liability only relates to state and local
taxes. Therefore, the effective tax rate is a result of state and local taxes. The current tax expense
or benefit calculated is either remitted to or received from the Parent. At December 31, 2010,
there was a deferred tax asset of $92,044 primarily related to depreciation and unrealized
investment losses which is included in Other assets on the Statement of Financial Condition. As
it is more likely than not that the deferred tax asset will be utilized in later years, no valuation
allowance 1s recorded.



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

6. Compensation and Profit Sharing Plans

The Company maintains a 401(k) salary deferral and profit sharing plan covering substantially
all employees. Employees are permitted within limitations imposed by tax law to make pretax
contributions to the 401(k) plan pursuant to salary reduction agreements. The Company matches
the employees’ contributions up to a maximum of 50% of the first 6% of each employee
contribution.

7. Commitments and Contingencies
The Company has office space in New York, Massachusetts and California. The Company has

entered into operating leases which also contain certain escalation clauses. At December 31,
2010, the expected future minimum lease payments under such leases are as follows:

2011 $ 2,541,053
2012 2,242 585
2013 2,259,110
2014 2,407,994
2015 2,339,961
2016 and thereafier 3,603,004

$£15,393,707

The Company has a one time right to terminate the New York lease as of December 31, 2012
with proper and timely notification to the landlord and a one time termination fee. If exercised,
this right could materially decrease future rental payments for 2013 and thereafter.

The minimum annual rental payments for the New York lease are reduced by contributions
related to leasehold improvements that were provided by the landlord in accordance with lease
agreements.

The Company has an irrevocable Letter of Credit for $518,431 with a commercial bank, expiring
on December 31, 2017, supporting obligations under the Company’s New York lease. Cash in
the amount of $518,431 has been set aside as collateral. Additionally, the Company has an
irrevocable Letter of Credit for $87,653 with a commercial bank expiring August 31, 2015,
supporting obligations under the Company’s San Francisco lease. Cash in the amount of $87,653
has been set aside as collateral. Both Letters of Credit are included in Other assets on the
Statement of Financial Condition.



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

7. Commitments and Contingencies (continued)

The Company, in the normal course of business, has been named as a defendant in various legal
proceedings. Additionally, from time to time, the Company is involved in regulatory
investigations. While there exists an inherent difficulty in predicting the outcome of such
matters, based on current knowledge and consultation with legal counsel, the Company does not
expect that the outcome of any of these matters, individually or in aggregate, would have a
material adverse effect on the Company’s financial position, results of operations or cash flows.

In the normal course of business, the Company enters into underwriting commitments.
Transactions relating to such underwriting commitments that were open at December 31, 2010,
and were subsequently settled had no material effect on the Company’s Statement of Financial
Condition as of that date.

The Company applies the provisions of ASC 460, Guarantees, which provides accounting and
disclosure requirements for certain guarantees. The Company has agreed to indemnify the
Clearing Broker for losses that it may sustain without limit from the customer accounts
introduced by the Company. In accordance with applicable margin lending practices, customer
balances are typically collateralized by customer securities or supported by other recourse
provisions. At December 31, 2010, no amounts were recorded under such agreement as no loss
€XIsts,

8. Regulatory Requirements

The Company is subject to the SEC’s Uniform Net Capital Rule (15¢3-1) of the Securities
Exchange Act of 1934, which requires the maintenance of minimum net capital. The Company
has elected to use the alternative method permitted by the Rule, which requires that the Company
maintain net capital, as defined, equal to the greater of $250,000 or the amount determined in
accordance with SEC market maker Rule 15¢3-1(a)(4). At December 31, 2010, the Company had
net capital of $13,063,691, which is $12,063,691 in excess of required net capital under the SEC
market maker rule of $1,000,000. The Company is exempt from SEC Rules 15¢3-3 and 17a-13
under the Securities Exchange Act of 1934 because it does not carry customer accounts, nor does
it hold customer securities or cash. Advances to affiliates, and other equity withdrawals,
including dividends are subject to certain notification and other provisions of the Net Capital
Rule and other regulatory bodies.

10



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

8. Regulatory Requirements (continued)

Proprietary balances held at the Clearing Broker, or proprietary accounts of introducing brokers
(“PAIB assets™), are considered allowable assets for net capital purposes, pursuant to agreements
between the Company and the Clearing Broker, which require, among other things, that the

Clearing Broker perform computations for PAIB assets and segregate certain balances on behalf
of the Company, if applicable.

Under the clearing arrangement with the Clearing Broker, the Company is required to maintain
certain minimum levels of net capital. At December 31, 2010, the Company was in compliance
with this requirement.

9. Related Party Transactions

The Company pays for certain expenses on behalf of its affiliates which are reimbursed by the
affiliates monthly. These include office space, office equipment and supplies, furniture, fixtures
and leasehold improvements, utilities, printing and stationary, insurance, publications and
subscriptions, payroll administration, benefits administration and other necessary human
resource services, data processing and computer services, telecommunication technology and
other miscellaneous day-to-day operational and facilities related expenses. Amounts due to the
Company from its affiliates related to these expenses are settled based on estimates each month.
This estimated scttlement is reconciled and adjusted, if necessary, once the final expense
allocation is complete. At December 31, 2010, $264,811 was receivable from the Parent and
affiliate.

At December 31, 2010, Payables to Parent and Affiliate primarily includes amounts owed related
to income taxes and accrued but unpaid expenses.

Income tax benefit from Parent (25,232)
Other payable to Parent and Affiliate 37,552
Payables to Parent and Affiliate $ 12,320

11



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

10. Concentrations of Credit Risk

The Company conducts substantially all of its principal trading activities through the Clearing
Broker based in the New York metropolitan area. At December 31, 2010, all marketable
principal security positions were in the possession or control of its Clearing Broker. Significant
credit exposure may result in the event that the Company’s Clearing Broker is unable to fulfill its
contractual obligations.

The Company’s cash and cash equivalents are primarily held at two financial institutions, which
at times may exceed federally insured limits. The Company has not experienced any losses in
such accounts. The Company is also exposed to credit risk as it relates to the collection of
receivables from third parties, including lead managers in underwriting transactions and the
Company’s corporate clients related to private placements of securities and financial advisory
services.

11. Fair Value of Financial Instruments

The carrying amounts of the Company’s financial instruments, which include securities owned,
cash deposited with the Company’s Clearing Broker, receivables, accounts payable, and other
accrued expenses, approximate their fair value.

12. Fair Value Measurements

The fair value hierarchy under ASC 820, Fair Value Measurements and Disclosures prioritizes
the inputs to valuation techniques used to measure fair value. ASC 820 defines fair value,
establishes a framework for measuring fair value, and expands disclosures about fair value
measurements. This statement establishes a fair value hierarchy that distinguishes between
valuations obtained from sources independent of the entity and those from the entity’s own
unobservable inputs that are not corroborated by observable market data.

For many financial instruments, fair value is based on independent sources such as quoted
market prices or dealer price quotations. To the extent certain financial instruments trade
infrequently or where active markets do not exist, they may not have readily determinable fair
values. In these instances, the Company estimates fair value using pricing models that utilize
available information that management deems most relevant.

12



Needham & Company, LLC
{An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

12. Fair Value Measurements (continued)

ASC 820 defines fair value as the price that would be received to sell an asset or paid to transfer
a liability in an orderly transaction between market participants at the measurement date. ASC
820 also establishes a framework for measuring fair value and a valuation hierarchy based upon
the transparency of inputs used in the valuation of an asset or liability. Classification within the
hierarchy is based upon the lowest level of input that is significant to the fair value measurement.
The valuation hierarchy contains three levels:

Level 1 —Valuation inputs are unadjusted quoted market prices for identical assets or
liabilities in active markets.

Level 2—Valuation inputs are quoted prices for identical assets or liabilities in markets that
are not active, quoted market prices for similar assets and liabilities in active markets and
other valuation techniques utilizing observable inputs directly or indirectly related to the
asset or liability being measured.

Level 3—Valuation techniques utilize inputs that are unobservable and significant to the fair
value measurement.

The following describes the valuation methodologies the Company uses to measure different
financial instruments at fair value, including an indication of the level in the fair value hierarchy
in which each instrument is generally classified:

Money market funds: Money market funds are valued based on quoted net asset values.
These money market funds invest in U.S. treasuries. Money market funds are classified within
Level 1.

Equity securities: Equity securities are valued based on closing market prices from the
exchange where the security is traded. These securities are classified within Level 1.

Debt instruments: Debt instruments are valued using inputs that are unobservable and
significant to the fair value measurement, and are classified within Level 3.

13



Needham & Company, LLC
(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

12. Fair Value Measurements (continued)

Warrants: Warrants in public companies are valued using a Black-Scholes valuation model,
based on observable inputs directly related to the warrants. These warrants are classified within
Level 2. During 2010, the Company also held warrants in private companies that were valued
using inputs that were unobservable and significant to the fair value measurement, and were
classifted within Level 3. Warrants provide the holder the right to purchase securities from the
issuer, and may be received in connection with certain advisory transactions. The Company
estimates the fair value of warrants using various pricing models and available information that
management deems most relevant. Among the factors considered by the Company in
determining the fair value of financial instruments are discounted anticipated cash flows, the
cost, terms and liquidity of the instrument, the financial condition, operating results and credit
ratings of the issuer or underlying company, the quoted market price of publicly traded securities
with similar quality and yield, comparable company analyses, and other factors generally
pertinent to the valuation of financial instruments.

The Company maintains policies and procedures to value its financial instruments using the
highest level and most relevant data available. In addition, management reviews valuations
frequently.

The following table provides fair value information related to the Company’s financial assets and
liabilities that are measured and recognized at fair value on a recurring basis classified under the
appropriate level of the fair value hierarchy as of December 31, 2010:

Level 1 Level 2 Level 3 Total
Assets:
Money market funds $ 9,023,383 § - 5 - $ 9,023,383
Equity securities 261,717 261,717
Debt instruments 207,000 207,000
Warrants 3,250 3,250
Total assets $ 9,285,100 $ 3,250 $ 207,000 $ 9,495,350
Liabilities:
Equity securities $ 5233 % - % - $ 5,233
Total liabilities $ 5233 §$ - % - $ 5,233

14



Needham & Company, LLC

(An indirect wholly-owned subsidiary of The Needham Group, Inc.)

Notes to Statements of Financial Condition (continued)

12. Fair Value Measurements (continued)

The following table summarizes the changes in fair value carrying values associated with Level 3

financial instruments during the year ended December 31, 2010:

Debt Instruments Warrants Total
Balance at December 31, 2009 $ 207,000 $ 599,200 $ 806,200
Purchases/(sales), net - - -
Net transfers in/(out) - - -
Realized gains/(losses)(” - - -
Unrealized gains/(losses)'" - (599,200 (599,200)
Balance at December 31, 2010 $ 207,000 $0 $ 207,000

1 , . . X .
1) Realized and unrealized gains/(losses) related to Debt instruments and Warrants are reported in Investment

income (loss) on the Statement of Operations.

13. Subsequent Events

The Company evaluated subsequent events and found no material impact to the Company’s

financial condition.

15
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Report of Independent Accountants on Applying Agreed-Upon Procedures

To the Board of Directors and Management of
Needham & Company, LLC:

We have performed the procedures enumerated below, which were agreed to by the Board of
Directors and management of Needham & Company, LLC (the “Company”), the Securities Investor
Protection Corporation (“SIPC”), the Securities and Exchange Commission, and the Financial
Industry Regulatory Authority, in accordance with Rule 17a-5(e)(4) of the Securities Exchange Act
of 1934. We performed the procedures solely to assist the specified parties in evaluating the
Company's compliance with the applicable instructions of the General Assessment Reconciliation
(Form SIPC-7) for the year ended December 31, 2010. The Company’s management is responsible
for the Company’s compliance with those requirements. This agreed-upon procedures engagement
was conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The sufficiency of these procedures is solely the responsibility of
those parties specified in this report. Consequently, we make no representation regarding the
sufficiency of the procedures described below either for the purpose for which this report has been
requested or for any other purpose.

The procedures we performed and our findings are as follows:

1. Compared the listed assessment payments in Form SIPC-7 with respective cash
disbursement record entries supported by a copy of a check, noting agreement without
exception.

2. Compared the amounts reported on the audited Form X-17A-5 for the year ended
December 31, 2010 with the amounts reported in Form SIPC-7 for the year ended
December 31, 2010, noting agreement without exception.

3. Compared any adjustments reported in Form SIPC-7 with supporting schedules and working
papers provided to us by representatives of the Company, noting agreement without
exception.

4. Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the
related supporting schedules and working papers supporting the adjustments, noting
agreement without exception.

We were not engaged to and did not conduct an examination, the objective of which would be the
expression of an opinion on compliance with the applicable instructions of the General Assessment
Reconciliation (Form SIPC-7) for the year ended December 31, 2010. Accordingly, we do not

A member firm of Ernst & Young Global Limited
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express such an opinion. Had we performed additional procedures, other matters might have come
to our attention that would have been reported to you.

This report is intended solely for the information and use of the specified parties listed above and is
not intended to be and should not be used by anyone other than these specified parties.

Cmlt “ w!

March 21, 2011

A member firm of Ernst & Young Glabal Lirmited



SECURITIES INVESTOR PROTECTION CORPORATION
P.O. Box 92185 g\:ﬁsgi;l‘glg;do&c. 20090-2185

General Assessment Reconciliation

For the fiscal ysar ended Mﬂ 2010

{Read carefully the instructions in your Working Copy before compteting this Form)

SIPC-7

(33-REV 7/10}

SIPC-7

(33-REV 7/10}

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

1. Name of Member, address, Designated Examining Authority, 1934 Act registration no. and month in which fiscal year ends for
purposes of the audit requirement of SEC Rule 17a-5:

I Note: If any of the information shown on the mailing label
‘ 033772 FINRA DEC requires correction, please e-mail any corrections to
NEEDHAM & COMPANY LIC &8 form@sipc.org and-so indicate on the form filed.

445 PARK AVE

NEW YORK NY 10022-2606

Nams and telephone number of person to contact
respecting this form.

ERLT orRDALISO
| | AEET L erPdH

2. A. General Assessment (item 2e from page 2) $ / 6[3 ’ S’éé

B. Less payment made with SIPC-6 filed {exclude interest) { ?0 ol =2
8&/3/10 ” '
Bate Paid
C. Less prior overpayment applied { )
D. Assessment balance due or {overpayment) b;{ 25 3
E. Inlerest computed on late payment (see instruction E) for______days at 20% per annum -
F. Totdl assessment balance and interest due (or overpayment carried forward) $ ésr gs 5
G. PAID WITH THIS FORM: -
Chack et sl 0 166 o 43 §53
H. Overpayment carried forward $( )

3. Subsidiaries (S) and predecassors (P) included in this form (give name and 1934 Act registration number):

The SIPC membar submitting this form and the
person by whom it is executed represent thereby :
that all information contained herein i3 true, correct N i CQMPAN V L L C‘

and cumplete. 1 Corpo, nﬂoinnorshl’: or Zhat o;:a:lzaliuﬁ)

{Autfforized Signature}
Dated the 24 . day of /M»Ma{ 20 /L . fRveiPdt . Acring CEQ
4 {Titie)

This form and the assessment payment is due 60 days after the end of the fisca! year. Retain the Working Copy of this form
for a period of not less than B years, the latest 2 years in an easily accessible place.

£ Dates:

== Postmarked Received Reviewed

LEd

&= Calculations — Documentation . Forward Copy
oo

e Exceptions:

o

> Disposition of exceptions:



‘ DETERMINATION OF “SIPC NET OPERATING REVENUES”

AND GENERAL ASSESSMENT

item No.
2a. Total revenue {FOCUS Ling 12/Part 1A Line 8, Code 4030}
2b. Additions:

{1) Total revenues from the securities business of subsidiaries (except foreign subsidiaries) and
predecessors not included above.

(2) Net loss from principal transactions in securities in trading ac¢ounts.

(3) Net loss from principal transactions in commoditiss in trading accounts.

{4) Interest and dividend expense deducted in determining item 2a.

(5) Net loss from management of or participation in the underwriting or distribulion of securities.

{6) Expenses other than advertising, printing, registration fees and legal fees deducted in determining net
profit from management of or participation in underwriiing or distribution of securities.

{7} Net loss from securities in investment accounts.
Tota! additions
2¢. Deguctions:

{1) Revenues from the distribution of shares of a registered open end invesimént company or unit
investment trust, irom the sale of variable annuities, from the business of insurance, fram investment
advisory services rendered fo registered invesiment companies or insurance company separate
accounts, and from transactions in security fuiures products.

{2) Revenues frem commedity transactions.

{3) Commissions, fioor brokerage and clearance paid to other SIPC members in cennection with
securities transactians.

{4} Reimbursements tor postage in coanaction with proxy solicitation.

{5) Net gain from securilies in investment accounts.

{6) 100% of commissions and markups earned Irom transactions in (i} certificates of deposit and
(ii) Treasury bills, bankers acceplances or commercial paper that mature nine months or less
from issuance date.

{7) Direct expenses of printing advertising and tegal fees incurred in connection with uthar-revenue
related to the securities business {revenue defined by Section 16(%){L) of the Act).

(8) Other revenue not related either diractly or indirectly to the securities business.
{See Instruction Ch

Amounts for the fiscal period

beginning JAN | 20{0

and ending_DEC 3t 2010
Ellminate cents

s 57 OF 8A2

[ 92¢.280

6%, 9484

[, 013, 219

g

4 384 4699

Y 469 3

(9) (i) Total interest and dividend expense (FOCUS Line 22/PART {IA Line 13,
Code 4075 plus line 2b{4} above) but not in excess
of total interest and dividend income. $

40, 910

(li} 40% of margin interest earned on customers securities
accounts {40% of FOCUS line 5, Code 3960). 3

Enter the greatsr of fine {1} or (ii}
Tolal deductions
2d. SIPC Nei Operating Revenues

2¢. Ganeral Assessment @ .0025

%, 910
4 S5i0, AR/

séz 5_'£é 300
___ /43 866

s 143

(to page 1, line 2.A.)
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About Ernst & Young

Ernst & Young is a global leader in assurance,

tax, transaction and advisory services.

Worldwide, our 144,000 pecple are united by

our shared values and an unwavering commitment to
quality. We make a difference by helping our people, our
clients and our wider communities achieve their potential.

For more information, please visit www.ey.com.

Ernst & Young refers to the global organization
of member firms of Ernst & Young Globai Limited,
each of which is a separate legal entity.

Ernst & Young Global Limited, a UK company
limited by quarantee, does not provide services
to clients. This Repert has been prepared by
Ernst & Young LLP, a client serving member firm
located in the United States.




STATEMENT OF FINANCIAL CONDITION

Needham & Company, LLC

(An indirect wholly-owned subsidiary of The Needham Group, Inc.)
December 31, 2010

With Report of Independent Registered Public Accounting Firm

Ernst & Young LLP
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STATEMENT OF FINANCIAL CONDITION

Needham & Company, LLC

(An indirect wholly-owned subsidiary of The Needham Group, Inc.)
December 31, 2010

With Report of Independent Registered Public Accounting Firm

A copy of the report of independent registered public accounting firm on internal control is currently
available for inspection at the principal office of the Securities and Exchange Commission in Washington
D.C. and the New York regional office of the Securities and Exchange Commission, the region in which
Needham & Company, LLC has its principal place of business.



